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INTRODUCTION 

This matter came before me as factfinder selected by the Parties to resolve 

an impasse in the Parties' collective bargaining for 2013-2014 collective 

bargaining agreement.  A hearing was held on March 27 and 28, 2014 in Reno, 

Nevada.  Each Party presented witnesses, testimony, and arguments.  The 

Parties submitted post-hearing briefs, and the hearing closed when the briefs 

were received on May 30, 2014. 

 

FINDINGS AND RECOMMENDATIONS 

1. ISSUES 

This matter arises due to an impasse reached by the Parties during their 

negotiations for a new collective bargaining agreement designed to succeed their 

July 1, 2011 - June 30, 2013 agreement. Following the provisions of NRS 

228.200, the parties initiated this nonbinding factfinding.  

The Association proposed retaining the 2011-2013 contract language 

exclusive of sunset provisions, and otherwise without change. 

The City proposed (1) elimination of OPEB benefits for future employees only, 

(2) clarification that OPEB benefits are available only through service to the City 

of Reno, (3) reduction of dependent health coverage from 55% to 50%, (4) 

changing the wage scale from five steps to three steps for future employees only, 

(5) temporarily reducing the deferred compensation match, and (6) permanently 

reducing wages by 1%. 
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2. CONTROLLING NEVADA STATUTE 

NRS 288.200(7) Submission of dispute to fact finder: 
 . . . criteria for recommendations and awards 

 
Except as otherwise provided in subsection 10, any fact finder, whether 
the fact finder’s recommendations are to be binding or not, shall base 
such recommendations or award on the following criteria: 
 
(a) A preliminary determination must be made as to the financial ability of 
the local government employer based on all existing available revenues as 
established by the local government employer and within the limitations 
set forth in NRS 354.6241, with due regard for the obligation of the local 
government employer to provide facilities and services guaranteeing the 
health, welfare and safety of the people residing within the political 
subdivision. 
 
(b) Once the fact finder has determined in accordance with paragraph (a) 
that there is a current financial ability to grant monetary benefits, and 
subject to the provisions of paragraph (c), the fact finder shall consider, to 
the extent appropriate, compensation of other government employees, 
both in and out of the State and use normal criteria for interest disputes 
regarding the terms and provisions to be included in an agreement in 
assessing the reasonableness of the position of each party as to each 
issue in dispute and the fact finder shall consider whether the Board found 
that either party had bargained in bad faith. 
 
(c) A consideration of funding for the current year being negotiated. If the 
parties mutually agree to arbitrate a multiyear contract, the fact finder must 
consider the ability to pay over the life of the contract being negotiated or 
arbitrated. 
 
 

3. FACTS  

The City of Reno has a population of approximately 250,000. The City 

employs roughly 1,050 full-time employees plus a number of part-time 

employees. Some of these employees are not represented by a labor 

organization, and the rest are divided into ten separate bargaining units. The 

Association represents approximately 45 employees whose classifications vary 

widely, including a recreation supervisor, a civil engineer, a crime analyst, and a 
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hydrologist to mention a few. For the most part, the salaries for these employees 

are higher than salaries for comparable positions in comparable jurisdictions. 

During the 2008 economic recession Reno was hit hard, and this was 

especially noted in the primary industries of tourism and construction, with 

construction jobs being reduced by 30,000. The reductions in property tax and 

sales tax revenues were dramatic. Revenues from property taxes decreased 

from $51 million in 2009 to $43 million in 2013 and 2014. Revenues from sales 

taxes decreased from $55 million in 2006 and 2007 to $39 million in 2010 and 

2011; these taxes have risen slowly to the level of $43 million in 2014. The City 

lacks the political authority to increase these taxes. The rate of unemployment 

rose to more than 13%, and was at 9.8% in 2013. 

The Nevada Legislature adopted resolutions urging local government 

employers and employee organizations to engage in "shared sacrifice." The City 

responded to the economic downturn and its reduction in revenues by reducing 

non-represented employee salaries by 7.5%, by asking each bargaining unit to 

grant 7.5% in concessions, by reducing the workforce by approximately one-

third, by cutting expenditures on services, and by deferring maintenance work 

and capital projects. 

The current City budget is $157.8 million. Over the past five years this is the 

first year the budget was balanced without reducing the number of employees. 

The City is legally required to budget for an ending fund balance of at least 4%, 

which would cover 15 days of operating revenues, and the City's intention is to 

increase the ending fund balance to 8%. Among other things, this is necessary in 
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order to avoid having the general fund balance drop below zero, which is an 

event that occurred six times between January 2012 and December 2013. 

Since 2002 the City has provided Other Post Employment Benefits (OPEB) 

which is a plan that pays for some or all of retired employees' health insurance 

until they reach the age of 65 or become eligible for Medicare. Employees retiring 

with 10 years of service have 50% of their insurance paid, those with 15 years of 

service receive 60%, those with 20 years of service receive 75%, and those with 

30 years of service receive 100%. All of the City's obligations under this program 

are currently unfunded.  

The Government Accounting Standards Board requires the City to make an 

actuarial analysis of the City's unfunded liability, and the City retained an 

actuarial consultant (Bickmore Risk Services and Consulting) for this purpose. 

The Bickmore report was published in 2011 and updated in 2012. The 

Association attempted to discredit the Bickmore report's projections into the 

future by demonstrating that it included a projection of a 9% premium increase 

for the medical plan whereas it turned out that there was no increase at all. 

However, the Association did not show how this item, or any other item in the 

report, would change the overall thrust of the report's projections. The projections 

in the report are based on an accumulation of a large number of factors, and it is 

unlikely that a change in one of those factors would have a significant effect on 

the magnitude of the overall projection. This arbitrator will not assume that minor 

"errors" as to individual projections have a significant effect on the magnitude of 

the overall projection when there is a lack of evidence as to such an effect. 
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The Bickmore report reveals that the City's OPEB unfunded liability exceeds 

$210 million, of which $4,326,532 reflects unfunded liability arising out of the 

RAPG group. The City has been using a pay-as-you-go (PAYGO) system under 

which these liabilities are paid as they come due on a current basis. This PAYGO 

payout obligation was $5.8 million in 2013. None of these payments have any 

effect on reducing the $210 million unfunded liability. The Bickmore group made 

a calculation to determine how much the City would need to pay on an annual 

basis to cover both current liabilities and unfunded liabilities so as to eliminate 

the unfunded liability over a period of 28 years. This method of payment is called 

Annual Required Contribution (ARC), and the Bickmore group determined that 

this would cost the City $17.6 million annually over 28 years. That number has 

grown to $18.8 million during 2013. The City retained the Applied Analysis group, 

and they determined that if the City continues to use the PAYGO method the 

unfunded liability will increase to $385 million by 2021. If new employees were to 

be excluded from the OPEB benefit, that $385 million figure would be reduced to 

$340 million. If the unfunded liability reaches $385 million, the necessary ARC 

payment to bring that down over a period of 28 years will be $36 million per year. 

Although the City has created a trust to be used as a way of reducing the 

unfunded liability, no funds have been placed in that trust. 
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4. DISCUSSION 

A. Financial ability. 

The relevant statute - NRS 288.200(7) - says that a "preliminary 

determination must be made as to the financial ability of the local government 

employer based on all existing available revenues as established by the local 

government employer and within the limitations set forth in NRS 354.6241, with 

due regard for the obligation of the local government employer to provide 

facilities and services guaranteeing the health, welfare and safety of the people 

residing within the political subdivision."  

To begin with, the City clearly lacks the financial ability to pay the 

Association's proposal, and adoption of all of the City's proposals is necessary. 

This is true before considering the "due regard" portion of NRS 288.200(7). The 

Association makes the basic argument that the City has the financial ability to 

pay the Association's proposals because that is exactly what the City is doing 

during the current year. The difficulty with this argument is that the City is under a 

legal obligation to maintain the terms of the prior collective bargaining agreement 

and is also under legal obligation to live within a balanced budget. Because of 

these two factors, the City is locked into a legal duty to continue paying what the 

Association proposes. The Association's argument ignores the reality of an 

enormous unfunded OPEB liability ($210 million) and the reality that bringing this 

unfunded liability down to zero within 28 years would cost more than $17 million 

per year. These amounts have been omitted from the current budget for the dual 
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reasons that it is legally possible to defer these payments into the future and the 

funds are not available to pay for them. In addition, a failure by the City to adopt 

the ARC payment method (which is the City's current practice) will continue to 

drive the unfunded liability higher and higher every year. 

The Association presented evidence designed to demonstrate that the 

City has a spending problem rather than a revenue problem. This evidence was 

designed to show that the City would have the financial ability to pay the 

Association's proposal if the City simply stopped spending in certain areas and 

reallocated the funds saved toward employee benefits. The most detailed 

evidence was presented by Peggy Nelson-Aguilar, a recreation supervisor 

employed by the City. She identified a large number of expenditures which she 

described as discretionary, and which she apparently believed were 

unnecessary. These were expenditures that she compiled by reading City 

Council agendas and minutes over a period of three years. She included such 

items as events, art projects, playground equipment, soccer, and the fee for the 

City's labor attorney. She also expressed her opinion that the annual expenditure 

of $633,000 for an automated payroll system exceeded the cost of the previous 

paper system. I give practically no weight to her testimony. It appeared to be no 

more than the personal opinion of an intelligent employee who did not 

demonstrate any level of expertise in accounting, budgeting, or municipal politics.  

The Association also presented the testimony of Ron Dreher, the 

Association's negotiator, who expressed deep distrust of the City, expressed his 

opinion that the City has a spending problem, criticized the City's attempts to 
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offer tax incentives to attract businesses such as Apple and Cabela's to locate in 

Reno, and criticized the City's Aces Ballpark investment. The fact is that a city 

government exists for the purpose of providing services to the city, and not solely 

or primarily to provide direct benefits to its employees. Therefore, one person 

may make a judgment that certain expenditures are discretionary or unnecessary 

or both, while the City Council makes a judgment that those expenditures are 

designed to improve the quality of life for the residents, to improve the business 

climate in order to increase the tax base, or to make the area more attractive to 

tourists. These are all legitimate interests, and this factfinder will not disturb the 

decisions of the City Council on these matters. The personal opinions of two 

witnesses who disagree with the City Council's decisions are not enough to 

warrant further inquiry into those decisions. 

Consideration of the "due regard" portion of NRS 288.200(7) makes the 

City's financial inability even more clear. Even if one were to accept the 

Association's fundamental argument that the City in an absolute sense has the 

ability to pay its proposal because that is exactly what it has been doing during 

the past one year, the factors discussed above show that the City does not have 

the financial ability if one gives "due regard for the obligation of the local 

government employer to provide facilities and services guaranteeing the health, 

welfare and safety of the people residing within the political subdivision." It is 

difficult to perceive how the City can guarantee the health, welfare and safety of 

the people if it continues to drive up the amount of its unfunded liability - 

especially when that unfunded liability of $210 million already exceeds the 
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amount of the City's annual general fund budget of $157.8 million. It is also 

difficult to be critical of, or to second-guess, City decisions to make investments, 

offer concessions to new businesses, and provide various amenities to its 

citizens and visitors. Eliminating these items as legitimate actions and 

expenditures would make Reno a city in name only, and would be 

counterproductive in the effort make a serious comeback from the recent 

economic downturn.  

My conclusion is that the City lacks the financial ability within the meaning 

of NRS 288.200(7)(a) to pay the Association's proposal. In addition, the City's 

proposals are preferable to the Association's proposal when one applies the 

criteria in NRS 288.200(7)(b), as discussed below. 

B. Relevance of evidence of comparability. 

The Association takes the position that any evidence as to comparable 

compensation for employees of other government jurisdictions is not relevant in 

this case. The heart of this argument is that the City is in fact able to continue 

paying all monetary benefits for the remainder of fiscal year 2013-2014, and that 

many of the City's proposals are only prospective in nature and therefore are 

beyond the jurisdiction of the factfinder. 

My finding is that the compensation of comparable employees in 

comparable in jurisdictions is relevant in this proceeding. First, the amount of 

compensation in this bargaining unit, as compared to others, is relevant to the 

extent that it demonstrate that the overall financial burden on the City may be 

greater than it needs to be in order to retain a qualified workforce. Second, the 
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prospective nature of many of the City's proposals does not take them out of the 

factfinder's jurisdiction. Although there are only days left in the life of the 2013-

2014 fiscal year, the City's "prospective" proposals can take effect immediately 

and result in some financial relief. Because the current fact of unfunded liability 

exists today, any financial relief will help offset that burden. Third, comparability 

is relevant to whether it is appropriate for the bargaining unit (including present 

and future employees) to make concessions as to OPEB credit purchases, 

dependent health coverage, deferred compensation match, and especially a 1% 

wage reduction. 

C. City's proposals. 

 (1)  Elimination of OPEB benefits for future employees only 

 The City proposes to cut the rate of growth of the OPEB unfunded liability 

by withholding the OPEB benefit entirely from new employees. As repeatedly 

made clear by the City, this proposal would have no impact on current members 

of the bargaining unit. The Association proposes the status quo. 

 The OPEB unfunded liability stands at $210 million, and is projected to 

increase to $385 million by 2021. If new employees were to be excluded from the 

OPEB benefit, that $385 million figure would be reduced to $340 million. That is a 

difference of $45 million - over one-quarter of the current annual budget saved 

over a seven year period. Of course these are projections that depend upon 

unknowable variables such as turnover rates and individual retirement decisions, 

but the main point is that the savings probably will be substantial, and the current 

members of the bargaining unit will lose nothing. 
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 The City has eliminated this benefit for non-represented employees, and 

has requested all bargaining units to make this concession. Local 39, 

representing two bargaining units, has agreed. Thus, about half of all employees 

come under this plan. 

 I will recommend the City's proposal, redrafted so as to apply only to those 

employees hired after the date of execution of a new contract. 

(2)  Clarification that OPEB benefits are available only through 
service to the City of Reno 

 
 This proposal arises because the Parties have a dispute as to whether the 

OPEB provision that allows an employee to buy five years of PERS credit can 

credit obtained by working in a jurisdiction other than the City of Reno. The City 

has always taken the position that this provision applies only to time spent as a 

City of Reno employee, and does not include time spent as an employee for 

another jurisdiction. The Association reads the provision as allowing an 

employee to claim credit acquired while working in a different jurisdiction. 

 The City's proposal is preferable to the Association's proposal for three 

basic reasons. First, there is a long-standing practice of interpreting the provision 

in the manner that the City sees it, and only two individuals have ever sought to 

have the language applied in the way the Association proposes. Second, and 

more fundamentally, this benefit is not provided by any other Northern Nevada 

municipality, is not required by the PERS retirement system, and is specifically 

designed to reward service to the City of Reno rather than service to other 

municipalities. Third, adopting the Association's position as to current employees 

would carry a total cost of almost $89,000. 
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 I will recommend the City's proposal.  

(3)  Reduction of dependent health coverage from 55% to 50% 

 The City proposes reducing its subsidy of dependent health coverage from 

the current level of 55% to 50%. The bulk of other City employees are at the 50% 

level, and for purposes of internal equity and efficiency of plan administration, 

this is a reasonable proposal. 

 I will recommend the City's proposal. 

(4)  Changing the wage scale from five steps to three steps for 
future employees only 

 
At the present time employees are compensated according to a wage 

scale that has five steps. The City proposes that future employees be 

compensated according to a three-step salary scale. The Association opposes 

this. 

The current method of calculating wages arose out of a study of salary 

comparability in 2008. Based on current information, this structure has resulted in 

employees being paid significantly higher than comparable employees in 

comparable jurisdictions. The Association's testimony designed to create doubt 

about the accuracy of the current information provided by the City is not well 

taken. The jurisdictions used in the recent study are the same ones that were 

used in the 2008 study. As for the comparability of the individual job positions, 

the Association attempted to cast doubt on whether the actual work done in the 

other jurisdictions had changed over time, but the Association did not offer any 

evidence at all to suggest that any such changes actually took place. 
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 The current five step salary scale has resulted in some "wage 

compression" so that some members of the bargaining unit actually receive more 

pay than their managers. 

 Adoption of a three-step scale - for new employees only - will be one step 

toward curing the wage compression problem and one step forward towards 

bringing overall wage rates more in line with comparable employees in 

comparable jurisdictions. This change will have no effect on the compensation of 

current members of the bargaining unit. 

 I will recommend the City's proposal, redrafted so as to apply only to those 

employees hired after the date of execution of a new contract. 

(5)  Temporarily reducing the deferred compensation match 

The City provides a deferred compensation plan under which the City 

matches employee contributions up to a maximum of 5% of the employee's base 

wage. The City proposes a temporary reduction of its contribution to 2.5% for a 

period of two years. The City has made this same proposal to all bargaining 

units, and local 39 has agreed to it for the two units it represents. Adoption of this 

change is unlikely to have a large impact on addressing the City's serious 

financial predicament, yet it will be some help. 

I will recommend the City's proposal. 

(6)  Permanently reducing wages by 1% 

During the negotiations for the 2011-2013 contract the City reduced the 

wages of non-representative employees by 7.5%, and requested that each of the 

City's ten bargaining units take reductions that added up to 7.5%. Each 
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bargaining unit was given a list of possible ways to implement the 7.5%, so that 

all of it did not need to come in the form of a wage reduction. It appears clear that 

the concessions granted by the Association in 2011 fell far short of what was 

expected. The Association agreed that employees would reduce their leave 

banks by 16 hours which was logged as a savings of $38,000, but that was 

reduced to zero because employees took an added 8 hour floating holiday in 

each of the following two years. An agreed suspension of 25% of the education 

incentive benefit which was logged as a savings of $25,000 resulted in actual 

savings of only $800. An agreed cap on sick leave payouts for retiring new 

employees was logged at $33,000, but the actual savings was zero because no 

new employees retired. The Association agreed on a 1% salary reduction which 

ended June 30, 2013, and that reduction was fully implemented. 

The City is proposing that the 1% salary reduction be made permanent, 

and the Association opposes that. 

One of the Association's objections is that in the past the City has received 

financial concessions that were spent "somewhere else" rather than being spent 

to reduce the unfunded OPEB liability or in some other way spent for the direct 

benefit of employees, which illustrates that the City actually has a spending 

problem. This argument is a weak one because it fails to recognize that the City 

has a large number of objectives other than providing employee benefits and 

tackling the unfunded OPEB liability. As discussed above, the City has other 

important interests that relate to such things as providing services for residents, 

providing an attractive place for tourists, encouraging businesses to locate in 
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Reno, and expanding the tax base. It is precisely some of these expenditures 

that are expected to assist in making the City more financially well off in the 

future. 

Another objection from the Association is that the City has a long history of 

saying "we're broke, we have no money, and we're going to lay people off." It is 

clear that at some point in the past this has been a true statement. In the present 

factfinding proceedings the City has made its case for an inability to pay the 

Association's proposal, but it has not indicated any desire or need to lay people 

off. 

The City's proposal is fully justified by the fact that the City is in a 

precarious financial position (as described above) and the fact that employees in 

this bargaining unit enjoy wage rates that are more generous overall than the 

wage rates enjoyed by similarly situated employees in comparable jurisdictions. 

I will recommend the City's proposal. 
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5. RECOMMENDATIONS 

Based on the above facts and discussion, the factfinder recommends that the 

Parties adopt the City's proposals on all matters, with minor changes in the 

effective date of some proposals, as specified below. 

The factfinder makes the following recommendations, showing deletions as 

cross-outs and additions in bold: 

Change Article 12(a)(2) to read: 
 
The City shall contribute to the cost of dependent coverage an amount equal 
to fifty-five percent (55 50%) of the cost of the indemnity plan coverage for 
each dependent category for those qualifying employees who decide to be 
covered by (a)(1) above. 

 
Change the first sentence of the first paragraph of Article 12(d) to read: 

 
(d) Health Insurance Upon Retirement. Effective July 1, 2002, for those 
employees hired on or before the date this agreement is executed, the 
City agrees to pay * * * plus five (5) years of additional PERS credit which 
has been purchased by the employee while an employee of the City of 
Reno, * * * 

 
Change the first sentence of the second paragraph of Article 12(d) to read: 

 
Effective July 1, 2002, for those employees hired on or before the date 
this agreement is executed, the City agrees to pay * * * plus five (5) years of 
additional PERS credit which has been purchased by the employee while 
an employee of the City of Reno. 

 
Change the first sentence of the third paragraph of Article 12(d) to read: 

 
Effective July 1, 2002, for those employees hired on or before the date 
this agreement is executed, the City agrees to pay * * * plus five (5) years of 
additional PERS credit which has been purchased by the employee while 
an employee of the City of Reno. 

 
Change the second sentence of the fourth paragraph of Article 12(d) to read: 
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Employees hired after July 1, 2002 must have been hired on or before the 
date this agreement is executed and have a minimum of fifteen (15) years 
* * *. 
 
Change the last sentence of Article 3(a)(2) to read: 
 
Appropriate salary rates for employees hired on or before the date this 
agreement is executed are provided in the salary appendix. 
 
Add the following sentence to Article 3(a)(2): 
 
Salary rates for employees hired after the date this agreement is 
executed are provided in the table attached to the City's August 26, 2013 
counteroffer [City Factfinding Exhibit 3D] as Exhibit 1. 
 
Delete the last sentence of Article 3(a)(3) . [That sentence now reads, "This 
decrease will cease at the beginning of the pay period that includes July 1, 
2013."] 

  

Dated:  June 25, 2014 Respectfully submitted, 
 
 
 
____________________ 
          Ross Runkel 

 

           Ross Runkel


